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H.R. 853, THE COMPREHENSIVE BUDGET
PROCESS REFORM ACT OF 1999

THURSDAY, MAY 20, 1999

HoOUSE OF REPRESENTATIVES,
COMMITTEE ON THE BUDGET,
Washington, DC.

The committee met, pursuant to call, at 11 a.m. in room 210,
Cannon House Office Building, Hon. John R. Kasich (chairman of
the committee) presiding.

Members present: Representatives Kasich, Chambliss, Shays,
Herger, Franks, Smith, Nussle, Gutknecht, Knollenberg, Ryun of
Kansas, Collins, Wamp, Green, Ryan of Wisconsin, Toomey, Spratt,
McDermott, Minge, Bentsen, Clayton, Price, Moran, and Holt.

Chairman KasiCcH. The committee will come to order. Today we
are going to have a hearing on, obviously, budget process reform.
We will have the first panel, followed by a third panel, and then
sandwiched in between, Jack Lew, who will be up here to talk
about the administration’s feelings about the bill.

It is a long time coming. I am not sure this bill will at the end
of the day make it all the way through law, but if we don’t get
moving here and get ourselves in a position of where we can start
creating the precedent of being able to deal with budget process re-
form, then I think we are not taking advantage of some opportuni-
ties.

This process reform does take some important steps. It gives the
budget the force of law and encourages Congress and the President
to start negotiating earlier, rather than later, each year. We could
figure that out. If this could actually make that happen, that would
be a wonderful thing.

It causes us to establish a kind of rainy day fund for emer-
gencies. So I think this is a breakthrough also, because it says we
should start paying attention to emergencies.

It also begins to force us to address some of the long-term liabil-
ities. It also addresses some of the higher spending biases that we
have hidden in the budget procedures and contains a provision that
would prevent government shutdowns. Under the bill, if the Presi-
dent and Congress can’t reach all their agreement by the time their
fiscal year starts, they can’t play games with the operation of the
government, which is great.

I want to particularly heap high praise, medals, and crowns on
Jim Nussle in particular and his partner in this, Ben Cardin, two
who really over the last year have really dug into this effort. I want
to give them my personal thanks and a salute to them, and par-
ticularly Jim for the work he has done. I will give a smaller crown,
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fewer medals, to David Minge, who is just sharing in the glory here
this morning. They were able to work together—are you running
for the Senate, David?

Mr. CARDIN. Are you running for President?

((}ihairman KasicH. There is a quote of the day. Get that down,
Bud.

Anyway, I think this is really a good process. We will just have
to see how it all plays out.

So let me just say to John, before we start the hearing, we will
try to mark this bill up when we come back from Memorial Day.
We are going to have some work to do on the airport bill and what
we do with the on-budget/off-budget. John and I have to have some
conversations. My colleagues on my side, we have to figure out
where we are on all of this.

So anyway, I want to, John, give you the floor and tell you that
is the first time I have seen that Panetta picture. It is pretty good,
but it is a little dark. Good for Leon. OK.

Mr. SPRATT. Thank you, Mr. Chairman. Let me join you and com-
mend Chairman Nussle and Ben Cardin for working together,
working in earnest, and, according to Ben, Jim has been more than
cooperative and more than bipartisan, and I congratulate you. I
think you have put your shoulder to the wheel and really worked
on something that you think will be an improvement to the proc-
ess.

I have to disagree with many parts of it, unfortunately. I don’t
criticize you for the effort; we just don’t agree as a matter of proc-
ess on many of your recommendations, starting with the notion
that the budget should be a joint resolution rather than a concur-
rent resolution.

I wholly agree the President and the Congress should get to-
gether sooner rather than later. The best example I can give of that
is 1997 when the President insisted that we come together and
begin negotiating a budget early in the spring. The product of that
was the Balanced Budget Act of 1997. I think that is a good exam-
ple of the kind of cooperative bipartisan by-product that can come
from that kind of endeavor.

I am not sure that your own resolution leads you in that direc-
tion. In fact, I think the joint resolution could delay rather than ex-
pedite the process. It could create some unintended problems since
it does become a law, even though you would prohibit it in your
statute that implemented these concepts. Since a joint resolution is
law and a concurrent resolution is not, it would be an invitation
for some across-the-board riders that would deal with things like
abortion. You may say no, we can take care of that, but who would
have ever thought you would see an abortion issue holding up a
U.N. funding bill? Abortion is so many places that it does crop up.
So the temptation and the urge and the compulsion to put it some-
where might make this the greatest target of all, because it cuts
across the whole budget. It has a wider swath than anything else.

That would be one problem. But I am more concerned about the
occasions when the President really is bent upon getting his way,
not willing to compromise; or when the Congress is of the same
mind, you can’t come together, and this joint resolution require-
ment, while it can be sidestepped eventually, nevertheless involves
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wheel-spinning for several months and loss of time rather than
gain of time.

Ironically, the end result that you propose, after saying we are
going to elevate the budget resolution to the status of a joint reso-
lution instead of a concurrent resolution, the end result of all this
effort is less of a budget resolution than we have today, because
you would take the 20 functions which are the main product of our
effort here, take the 20 functions out of the budget resolution and
put them in the committee report.

If there is to be a joint resolution and if the object is to have a
meeting of the minds between the President and the Congress,
then probably the end result should not be a 302 allocation agree-
ment, but a 302(b) allocation agreement, where the President and
the Congress would come together and say these 13 allocations are
what we agree upon.

I know this is heresy, this is radical talk, but if you are going
to have a meeting of the minds, that is really a road map for the
budget process so that the President and the Congress are more or
less agreed. You haven’t agreed on spending items but you agreed
on the broad 13 categories, then this would be, I think, the desir-
able end product of all of this effort.

Chairman KasICH. I just wanted to say to the gentleman that
that is a very interesting suggestion, a very interesting suggestion,
about the 302(b)s. Anyway, not that I am telling you to put it in,
but it something to really think about. I don’t think it is a radical
suggestion. I think it is a pretty darn good suggestion.

Mr. SPRATT. I told Jim Nussle, if you want to see something bi-
partisan, you would see bipartisan opposition, I am sure.

Second thing, I will give these as examples and quit, because we
have witnesses to hear from and I don’t need to occupy the time
of the committee with a lengthy opening statement. One of the rea-
sons we find ourselves in the happy position of having surpluses
and soon having on-budget surpluses is because we adopted some
rules in 1990 which have been very easy to display. The PAYGO
rule is one, the discretionary spending caps is another. I am con-
cerned this bill may weaken the discretionary spending caps in a
couple of ways. First of all, it allows for the PAYGO rule—it
changes the PAYGO rule so that you can use on-budget surpluses
to offset either tax increases or entitlement cuts. I don’t think we
can allow the on-budget surplus to accumulate forever and say it
cannot be used as an offset for any of these things. But before we
sanction the use of it, I think we first should deal with Social Secu-
rity. I know that is a political mantra of our party, but I think it
is a high priority.

Secondly, Mr. Kasich, our Chairman, has just told us that in a
week or two we are going to take up the request of the Transpor-
tation Committee, the infrastructure committee, to take the Avia-
tion Trust Fund off budget. The land and water conservation sup-
porters also want to take it off budget. The nuclear power genera-
tors want their millage taken off budget as well. There is a big ef-
fort now to take these trust funds off budget, and frankly, they
have a valid argument. These are dedicated revenue streams that
are being used in part for other purposes.
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If we were to allow the on-budget surpluses to accumulate for the
next several years, about 3 or 4 years, it would actually be enough
on-budget surplus there to nearly fully fund all the 150 trust funds
and still maintain the approximate level of expenditure we have
got for discretionary spending now. I think we ought to consider
that objective, going back to the budget and straightening the
budget out so we can take care of these dedicated funds, put them
to their earmarked purposes, and still have enough left for other
purposes without having to invade the corpus of these funds.

This just gives you sort of a low-level concern, micro-concern,
that you derive if you really read the text of this bill and game how
it might work. Somewhere toward the end of the bill it says, in pro-
jecting CBO’s projections and OMB’s projections of future levels of
expenditure, the assumption with respect to discretionary spending
should not be the capped baseline which CBO uses, which is discre-
tionary spending today adjusted by inflation, but it should be an
extrapolation or extension of the existing discretionary spending
cap at the level for which it is last established.

So if our cap runs out in the year 2002 and if it is at $575 billion
then, for the next, however long you are projecting, according to the
text of this bill, that would be the assumption for discretionary
spending.

This would artificially inflate the on-budget surplus because it
would artificially understate, I think, the level of discretionary
spending. I don’t think we are already having trouble meeting the
levels this year. It will get harder and harder as we go on. If you
statutorily assume that this will be the level and that on-budget
surpluses will be computed with this cranked into the calculation,
you are inflating the on-budget surplus and encouraging tax cuts
to be made that probably can’t be supported by spending cuts
downstream.

These are some of the problems I have with the bill that cause
me to oppose it. But I don’t want to end without saying once again
I admire the effort you have made, and I don’t rule out the possibil-
ity we may find some ground for common agreement. But there are
lots of disagreements we have with the mechanics of this bill you
are presenting before us.

Thank you very much, Mr. Chairman.

Chairman KasicH. Mr. Nussle, you may proceed.

STATEMENT OF THE HON. JIM NUSSLE, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF IOWA

Mr. NussrLE. Thank you, Mr. Chairman. Let me start by thank-
ing you and Mr. Spratt for not only your kind remarks this morn-
ing about the work product, even notice there may still be some
heartburn, some concern, and maybe some disagreement and oppo-
sition. We appreciate the high praise that you have given us and
the opportunity to form this task force to work on this effort.

I want to thank all of the task force members, particularly Ben
Cardin and David Minge, for their work and their interest in this.

Mr. Chairman, you were handing out medals before. Let me sug-
gest to you that the work product we have come up with today is
really one of those items that has been gleaned from the work
products of many, many representatives over many years. We
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weren’t the first ones to discuss some of these ideas, such as the
joint resolution idea. If I am not mistaken, I think Mr. Spratt was
even on a bill at one time that favored at least some form of joint
resolution. Chris Cox from our side. So there are many people who
have come up with many good ideas in an incremental way for
budget reform, and I want to thank all of them, because we have
gleaned through our hearings, their advice, their counsel, their
ideas and put them into this bill.

The other thing I would just comment on is that this is not a
science. When I came here to Congress, I maybe falsely assumed,
and my constituents probably assumed too, that budgeting is a
science. It is really an art. What we tried to do in our budget proc-
ess reform bill is not stand in the way of the art, not stand in the
way of the substance or the conclusion of a budget, but make that
conclusion more possible, easier to achieve.

So we didn’t game this process toward a certain outcome. Mr.
Spratt mentioned a moment ago that it may allow it to favor tax
cuts or cuts in discretionary programs. “May” is different than it
“will,” and many budget process reform bills that have come down
the pike in recent years gamed the process toward a particular out-
come.

What we have done in our process reform bill is tried to say this
is the process to get you to the decision, but the decision is still
ours. The decision is still the Congress of the United States work-
ing in concert with the President, and then we step back from the
process to allow the appropriations mechanism, the spending and
tax committees, to make their final determination.

So as we work through this, please recognize that we really did
try, there was a sincere attempt on all of our parts, to never get
into the substance of the decision itself, but only talk about the
game rules, the Board itself, how you played the game to get to
that decision.

Finally, as far as thank you’s, let me also mention some staff
people. These are folks who know this budget inside and out, the
budget process bills. In fact, if I am not mistaken, one of them was
there at the infancy of the 1974 act and helped write the original
bill. Jim Bates, Richard Kogan, David Koshgarian, Rich Meade and
Scott Bruns all helped in putting this together. I want to thank all
of them. They are both from the Majority and Minority staffs of the
budget and from our personal staffs.

If I may, Mr. Chairman, let me walk through some of the basics
of the bill for those Members who have not had a chance to sink
their teeth into this.

What we are basically doing is we are changing the way the
budget is arrived at. As most of you know now, we have what is
called a concurrent budget process and concurrent resolution for
the budget, which means it doesn’t have the force of law. It has the
force of Congress’ resolution. But, as you know, that doesn’t mean
all that much all that often and can be changed quite often.

What we decided was based on the success of what Mr. Spratt
and John Kasich, our Chairman, and the administration went
through, as well as Senate budgeteers in 1997, in early on setting
some aggregate numbers, putting them into a memorandum of
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agreement, and then setting that out as the box from which we
work the rest of that year.

We decided to try and codify that process. So what we came up
with was a joint resolution. So the President would submit his
budget, Congress would pass a joint resolution, meaning a resolu-
tion that would require the President’s signature for it to have the
force of law.

What does that mean? It means we have to have an agreement,
and we have to have it before April 15th. It means the Chairmen
of the Budget Committees and the Ranking Members of the Budget
Committees, together with the administration, regardless of what
parties they may be, including if they are from the same party,
would have to sit down early in the process, and instead of these
budgets since 1974 which arrived on Capitol Hill dead on arrival,
we would have a process similar to 1997 that the budgets would
tend to be more realistic, they would tend to be more honest, they
would tend to have the opportunity at least for negotiation early
on, so that most of that discussion and good work done by both
sides would not be for loss.

Let’s assume for a moment the President doesn’t like the budget
that is submitted. Let’s assume there is a breakdown in those nego-
tiations. It doesn’t mean the process stops. What it means is that
Congress can fall back to its regular order, which is the concurrent
process. It means Congress is not stymied under its constitutional
duty under Article I to be the holders of the purse. We would still
be able to set all of the 302s, we would still be able to pass a budg-
et, and we would still be able to submit those appropriation bills
to the President at the end of the year.

However, early in the process, we would know that there was a
problem. We would know that there wasn’t agreement. The press,
our constituents, the people watching, would know. Instead of wait-
ing until October and seeing some bill that is 6,000 pages long
come before us at about 12:30 at night, they would know there is
a problem, and the pressure would start mounting for agreements
and discussions to move back toward a more orderly process.

If in fact there is a joint resolution, of course, that would set the
wheels in motion for a regular order similar to what happened in
1997. It wouldn’t take away the opportunity for discussion. It
wouldn’t take away anything from the appropriation and tax writ-
ing committees, but it would, by the end of the time, give us an
opportunity for a much more orderly process as a result of having
that box.

What would the concurrent resolution—excuse me, what would
the joint resolution look like? The current format, which is in the
materials you have, have the 20 functions which, as Mr. Spratt
said, would now as a result of our bill be put into report language.
Part of the reason we did that is because who can tell me the rel-
evance of these 20 functions anymore? Do they have any relevance,
really, in all seriousness, toward the 13 appropriation bills? First
of all, there is very little correlation.

So what we did was put all those budget functions into report
language. Instead, we came up with a one-page budget that is simi-
lar to the memorandum of agreement that was arrived at back in
1997 which set the aggregate numbers for total spending revenue,
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surpluses and debts subject to limits as well as mandatory spend-
ing and discretionary spending.

We didn’t go as far as Mr. Spratt’s suggestion about putting the
302(b)s in here. I have a feeling, as he suggested, we would lose
in a very fast manner most of the bipartisan support, particularly
from the appropriators. But we did at least try and set the bigger
box so that the rest of the work could be done.

The other part of this that I wanted to just bring up before I turn
it over to my colleagues is emergency spending. One of the biggest
areas of heartburn over the last 4 or 5 years in particular has been
emergencies and our supplemental appropriations.

What we tried to do here is we tried to put more orderly process
into that as well, starting with budgeting for emergencies. On a 5-
year rolling average, according to recommendations by our FEMA
Director, James Lee Witt, who has had an opportunity to research
this and give us his impression, he suggested a 5-year rolling aver-
age for emergencies, except for, of course, situations, as we find
ourselves in, where we are at war. But most of the other emer-
gencies that we have been able to deal with, we could put in a 5-
year rolling average and actually budget for that as part of the
budget process.

Then, as long as you stayed within that rainy day fund, if you
will, the appropriators would have not much more to do with the
Budget Committee except every time there was an emergency, it
would have to meet the definition, which is a definition we took
from the Senate definition of emergencies as well as one submitted
by the administration for emergencies. We suggested that was a
good definition and we worked out that as long as it stayed within
that rainy day fund, there would be very little more discussion
other than the bill would come to the floor for passage.

If it goes over that, if the amount is more than the reserve total,
then the Budget Committee would have to come in and amend or
exempt the emergency from PAYGO and would have to exempt the
emergency spending from the allocations and the aggregates under
the caps. After that, of course, it would follow the same process.

Let me just comment on a couple of things that Mr. Spratt said
on his different concerns, because I think there are a couple of
them that are—first of all, I appreciate the tenor of his remarks.
We have been able to keep this out of any kind of partisan discus-
sion, and I respect his concerns about the process.

First, on the caps and what that would do to CBO projections,
we purposefully in here decided not to set caps, again because that
is a substantive decision: where the caps are, where they go; high-
er, lower. Wherever they might eventually arrive is something that
Congress and the President need to work out prior to 2002 and ar-
guably needs to be part of the first joint resolution as part of our
new budget process.

So as a result, what did we do as a result of not having those
caps? We told CBO that one of the ways to apply pressure to the
budget process is say that if there are no caps, we assume every-
thing is just flat. What does that do? Of course, nobody is going to
allow flat spending. As much as the Republicans like to talk about
being the ones that like smaller government and smaller spending,
we would probably rush in too and talk about the need for increas-
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ing spending. In my area, probably in agriculture, everybody has
got an area that they are concerned about for increased spending
or increased priority.

So I have no doubt that this will help provide pressure as op-
posed to, as has been suggested, assuming that the amount of
money left over would immediately go to either pay down the debt
or go to tax cuts.

Finally, let me just suggest that with regards to the on-budget/
off-budget situation, we felt the discussion in a partisan way had
gone far enough and that really last year when this was nego-
tiated, it was important for us to set aside that money that came
in which was Social Security and to set that aside off-budget for
Social Security.

This does not preclude, however, as Mr. Spratt suggested, the
use of the on-budget surplus for Medicare or Social Security if that
is in fact the will of the Congress, and it would require that will
of Congress in order to do it now under current law. All we are
suggesting is that under our process, let’s at least agree that there
is money that goes into Social Security that ought to be off-budget
and not touched, and at least agree on that. The rest of the discus-
sion, whether it goes to tax cuts, Social Security, Medicare, in-
creased spending, whatever it might be, is the will of the Congress,
and, again, we try to stay as a result of our bill away from the dis-
cussion of outcome on that substantive point.

There are many other points within our bill. I talked about some
of the highlights that I felt were important, and I appreciate your
interest in listening. I would just point out too, as Mr. Spratt sug-
gested and Mr. Kasich suggested, I had already today 2 people
come up to me with new suggestions for the bill. So I have a feeling
that—and they were constructive and not partisan. My hope would
be regardless of the outcome today and regardless of people’s im-
pression from the hearing, that there may be some support or not
support, or people are counting noses already, let’s keep the con-
versation alive. We cannot have the train wreck we had when the
government shut down in 1996, and we cannot have the kind of
really embarrassment that occurred in 1998 either. I don’t think ei-
ther party from any perspective can be proud of either one of those
two instances.

So, please, let us work together to come up with a new process
that meets some of those challenges, even though you may not ap-
preciate every single punctuation point in this particular bill.

With that, I appreciate the time.

[The prepared statement of Jim Nussle follows:]

PREPARED STATEMENT OF HON. JIM NUSSLE, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF IowA

I want to thank my Chairman, Chairman Kasich, for calling this important hear-
ing on our bipartisan budget process reform bill (H.R. 853) and for allowing me and
my friends and colleagues, Representative Ben Cardin (D-MD) and Representative
David Minge (D-MN), to testify. We all appreciate Chairman Kasich’s leadership
and assistance in helping us move forward with budget process reform legislation.
I also want to thank two additional members of this committee, Representatives
Sununu (R-NH) and Radanovich (R-CA), for the important roles they have played
with H.R. 853.

Before I begin my testimony, I would be remiss if I did not also thank Chairman
Goss of the Rules Committee’s Subcommittee on Legislative and Budget Process for
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his leadership and hard work in the development of H.R. 853. As you know, Chair-
man Goss did fine work as Co-Chairman of the joint budget process reform task
force formed between our committees.

I would also like to recognize the contributions of the many talented staff mem-
bers who have logged numerous hours in this process. Jim Bates of the Budget
Committee Majority Staff as well as Richard Kogan of the Budget Committee Mi-
nority staff proved to be valuable resources and reliable counselors in this process.
Additionally, David Koshgarian of Representative Cardin’s staff and Rich Meade
f\nd Scott Bruns of my staff were also instrumental in the development of this legis-
ation.

In February 1998, Chairman Kasich appointed a bipartisan task force on budget
process reform to address such issues as the nature and structure of the budget res-
olution, the budgetary treatment of emergencies, budgeting for contingent liabilities,
and baselines and budgetary projections. Chairman Kasich deserves much of the
credit for this bill as he urged me to work with the Democrats on the Task Force
and gave me the necessary support at critical junctures in the process to produce
a bill (H.R. 4837) before the end of the 105th Congress.

Going into this process, we all knew that congressional budgeting practices could
be improved. We also knew the Congressional Budget Act of 1974 needed to be ex-
amined with an eye toward an era of balanced budgets and “surplus” revenues.
What we did not envision, however, were the difficulties experienced with the budg-
et resolution for fiscal year 1999 or the manner in which the final spending bills
were cobbled together.

Our task force held a series of topical hearings on budget process reform in the
spring of 1998. We heard a number of very good suggestions and ideas from outside
experts in budget policy, such as the distinguished former Representative Tim
Penny who co-chairs the Committee for a Responsible Federal Budget; Dr. James
Lee Witt, Director of the Federal Emergency Management Agency (FEMA); Allen
Schick, Visiting Fellow, Brookings Institution; Rudolph Penner, the former Director
of the Congressional Budget Office; and Susan Irving, the Director of Budget Issues
of the General Accounting Office. Our task force also heard testimony from nine of
?ur colleagues in the House who have a long-standing interest in budget process re-
orm.

During the summer and early fall we began drafting legislation based on the les-
sons learned from our hearings. We worked in a deliberate and bipartisan manner
to craft this legislation over a period of almost 3 months. As a result of our efforts,
we were able to secure the support of a majority of the members of the task force
on both sides of the aisle. We also drew the attention of Representatives who do
not serve on the Budget Committee and won the support of respected Members such
as Representative Stenholm (D-TX), Representative Barton (R-TX) and Representa-
tive Castle (R-DE).

Unfortunately, the fruit of our labor could not be harvested during the hectic clos-
ing days of the 105th Congress. Since we had crafted our bill in a bipartisan man-
ner, we did not want it to become the object of a partisan attack from either side
of the aisle. We've updated and made technical changes to our bill and reintroduced
it in this Congress as H.R. 853.

Our bill is based on the assumption that the following fundamental principles
should be used while developing a new budget process. Congress should adopt and
conduct a budget process that:

1. gives the budget the force of law;

2. budgets for emergencies;

3. discloses the unfunded liabilities of Federal insurance programs;

4. strengthens the enforcement of budgetary decisions;

4. mitigates the bias in the budget process toward higher spending;

5. displays the unfunded liabilities of Federal insurance programs;

6. prevents government shutdowns; and

7. increases budgetary flexibility when there is an on-budget surplus.

The following is an outline of the major provisions of the bill.

JOINT BUDGET RESOLUTION

Perhaps the most important element of the Comprehensive Budget Process Re-
form Act is the conversion of the existing concurrent resolution into a joint budget
resolution which would have the force of law when signed by the President. Under
the current budget process, Congress and the President are required to agree on in-
dividual tax and spending bills but not the overall framework of the budget. Each
year the President presents a detailed, programmatic budget and the Congress
passes a concurrent resolution that establishes a common Congressional framework
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for the consideration of subsequent tax and spending bills. The only way that the
President can affect total spending and revenue levels is by vetoing individual bills.
Consequently, the budget process bogs down as the President may reject individual
bills because he does not concur with the overall levels on which they are based.

This dynamic was clearly in play in the 104th Congress when the President re-
peatedly vetoed appropriations bills in part because they were based on an overall
level of discretionary spending that he found unacceptable. Finally in 1997, the Con-
gress and the President committed to a common budgetary framework in a Memo-
randum of Understanding between the Congress and the President. The MOU es-
sentially served as a joint budget resolution establishing the overall parameters for
subsequent tax and spending legislation. In fact, Congress and the President have
turned to such MOU’s each time there has been a major budget agreement and the
Congress and the President were controlled by different political parties.

Our bill was developed with the hope that we can regularly repeat the great co-
operation between Congress and the President that led to the historic Balanced
Budget Act of 1997. That process worked because Congress and President Clinton
agreed to basic principles and a framework at the beginning of the budget negotia-
tions process, and weren’t forced to negotiate under pressure of a deadline at the
end of the budget process.

If the President signs the joint budget resolution, Congress would move tax and
spending bills, which would be governed by the spending limits established in the
joint budget resolution. The President would still sign or veto each spending bill as
it passed Congress. If the President refused to sign the joint budget resolution, Con-
gress could quickly pass a concurrent budget resolution and operate in a manner
similar to the current process.

In order to focus initial negotiations on the broad framework of the budget, the
Comprehensive Budget Process Reform Act would restructure the budget resolution.
The bill replaces the 20 functional categories of spending in the budget resolution
with seven categories of budget aggregates: defense discretionary, non-defense dis-
cretionary, total discretionary, mandatory spending, revenue, debt, and a reserve
fund for emergencies. The budget resolution would become a device for reaching an
agreement on overall spending and revenue levels. Policy and distributional issues
would be settled in subsequent negotiations over individual tax and spending bills.

RESERVE FUND FOR EMERGENCIES

Another key element of the Comprehensive Budget Process Reform Act is its re-
form of the treatment of emergency spending. In recent years, emergency spending
has increased dramatically, primarily as a consequence of devastating events such
as the Northridge earthquake and Hurricane Hugo. However, higher emergency
spending has also been driven in part by the fact that emergency spending does not
count against the statutory spending caps under current budgetary rules, making
it essentially “free” money.

As was seen at the end of the last Congress in the Omnibus Appropriations Act,
emergency spending is basically defined as whatever the President and Congress
say it is. The Comprehensive Budget Process Reform Act sets forth clear, concise
criteria as to what constitutes an emergency. These criteria, which are based upon
the OMB definition of emergency spending adopted following the Gulf War, are that
the spending must be for the prevention or mitigation of, or response to, loss of life
or property, or a threat to national security; and is unanticipated. Unanticipated
means that the situation is sudden, urgent, unforeseen, and temporary.

The more concise definition of emergency included in the Comprehensive Budget
Process Reform Act should help curb some of the more flagrant examples of abuse.
For example, while I agree with those who contend that the Year 2000 computer
problem (Y2K) is a serious issue, it would not constitute an emergency under the
definition included in this bill. Nor should Y2K be considered an emergency, we’ve
known about the challenges the year 2000 will present for a number of years.

The bipartisan Comprehensive Budget Process Reform Act would also reduce the
incentives to mischaracterize spending as emergency spending by creating a reserve
fund for emergency aid, and reserve that money exclusively for emergencies. By con-
trast, under current law there is no limit to how much money can be spent on emer-
gencies. The bill would require Congress and the President to set aside an amount
equal to the 5-year historical average spending for emergencies. That money could
not }li)e ]s}ilent unless the situation in question meets the criteria of emergency defined
in the bill.

I believe there is much to commend this approach. First of all, it provides a rea-
sonable assurance that emergency spending will go to legitimate emergencies. Sec-
ond, it preserves Congress’s power over the purse because it is the Congress that



11

determines whether a legitimate emergency exists. Third, it could relieve the Con-
gress of the time-consuming task of finding offsets for individual emergencies be-
cause the reserve would come out of the caps. Fourth, it is based on a tried and
tested mechanism for augmenting the budget for bills that provide funds for speci-
fied purposes. Since the enactment of the Budget Enforcement Act in 1990, the
Chairmen of the Budget Committees have adjusted committees’ allocations for such
factors as continuing disability reviews, arrearages, and land acquisitions. Finally,
the beauty of the reserve fund concept is that if we set aside more money for disas-
ters than is required, that amount simply increases the surplus, because the money
actually never was appropriated.

ACCOUNTABILITY FOR ENTITLEMENT SPENDING

Our bill would establish several procedures to curb the proliferation of new enti-
tlement programs. Entitlements provide direct spending because, once they are au-
thorized, the spending occurs automatically unless the underlying law is amended
or repealed. The funding levels for these programs are determined by the number
of eligible participants, the eligibility requirements and the benefit levels in the un-
derlying law.

Despite measures in the 1974 Budget Act designed to curb so called non-control-
lable spending, the number of new entitlement programs has dramatically in-
creased. According to the General Accounting Office, there were 145 more manda-
tory programs in 1996 than there were 10 years earlier.

The Comprehensive Budget Process Reform Act requires that any proposal for
new entitlement spending, whether included in the President’s budget or Congres-
sional bills, include a justification for not subjecting the spending to annual appro-
priations. This will encourage those proposing new entitlement spending to at least
tflke closer look at the programs and determine whether they really need to be enti-
tlements.

This bill also allows Members to offer amendments to subject proposed entitle-
ment programs to annual appropriations. It limits the ability of the House to waive
this right and makes any such amendment germane to the bill. To facilitate the con-
version of entitlements into discretionary programs, the bill holds the Appropria-
tions Committee harmless for new discretionary spending that is offset by des-
ignated reductions in direct spending.

SUNSETTING AND EXPANDED OVERSIGHT

The bill includes a series of small but enforceable steps toward requiring all com-
mittees to systematically re-authorize all Federal spending programs. I take as an
operating premise that no program, however important, should be immune from
Congressional oversight.

The bill requires all committees to submit a plan for re-authorizing all programs,
both mandatory and discretionary, at least once every 10 years. The House is pro-
hibited from considering the expense resolution of any committee that fails to sub-
mit a reauthorization plan.

The bill prohibits the consideration in the House of any bill that creates a new
program that is not sunset within 10 years. Any bill that authorizes a program for
more than 10 years would be subject to a point of order. Significantly, this require-
ment would only apply to new programs, and neither new nor existing programs
would automatically sunset if they were authorized for a shorter period.

AUTOMATIC CONTINUING RESOLUTION

We take the bold step of agreeing to an automatic continuing resolution in order
to prevent future government shutdowns. Our bill would provide for an automatic
interim appropriation for any program, project or activity for which an appropria-
tion bill is not enacted by the beginning of the fiscal year. Funding would continue
at the prior year’s level indefinitely, or until Congress and the President are able
to reach agreement on the appropriate spending levels.

I believe that an automatic CR will take away from both the President and Con-
gress the incentive to refuse to negotiate in good faith on appropriation bills on the
assumption that one side or the other will bear the wrath of the public for shutting
down the Federal Government.

“BASELINE” BUDGETING

The bill takes a small step toward changing the baseline mentality that contends
that any attempt to slow down the growth in spending constitutes a cut. Drawing
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from a House-passed bill offered by Representatives Stenholm and Penny during the
103rd Congress, our bill requires that Presidential budget submissions, budget reso-
lutions, appropriations reports, and cost estimates compare proposed spending and
revenue levels with the actual spending levels of the prior year.

We also try to shed light on the sources of projected growth in entitlement spend-
ing which is expected to explode early in the next century. The bill requires both
the Office of Management and Budget and the Congressional Budget Office to peri-
odically report on such sources of projected growth in mandatory spending as infla-
tion, changes in medical technologies, and program enrollment.

BUDGET FOR CONTINGENT LIABILITIES

During the Task Force hearing and discussion with GAO, CBO, and OMB, it be-
came clear that existing cash-based, short-term budgeting and accounting proce-
dures do not capture the contingent liabilities and other long-term programmatic
costs of Federal insurance programs. Accordingly, this bill provides for a shift to ac-
crual budgeting for Federal insurance programs, as well as other measures intended
to capture the medium-term costs of proposed legislation and the long-term budg-
etary implications of current and proposed budget priorities.

Currently, the budget shows the short-term cash flows for such Federal insurance
programs as deposit, pension and political risk insurance. Frequently, the premiums
paid into the insurance programs do not reflect the program’s long term costs to the
Federal Government. Not surprisingly, policy makers have little incentive to take
measures that would minimize the financial risk posed by these programs over the
long term. There is a strong incentive for policy makers to embrace policies that pro-
vide short-term budgetary relief but exacerbate financial problems over the long
run.

Building on the principles of credit reform for loans and loan guarantees, this bill
requires OMB, CBO and Federal agencies to estimate the expected loss from Fed-
eral insurance programs instead of short term cash flows. Congress and the Presi-
dent would ultimately be required to budget each year for the expected losses from
new and expanded insurance programs.

Additional changes are made in the budget process to capture other long-term
costs that are not reflected the budget. Most importantly, it extends the horizon for
the cost estimates of proposed legislation from five to ten fiscal years. Additionally,
it requires OMB and CBO to periodically report on long- term budgetary trends
under current law and as proposed by the President.

“PAYGO” REQUIREMENTS AND THE SURPLUS

We were even able to find common ground on permitting the surplus to be used
for tax cuts and other initiatives if the budget is in balance without counting Social
Security surpluses. Under existing PAYGO requirements, tax and entitlement legis-
lation must be offset by entitlement cuts or tax increases. Our bill permits tax cuts
without offsets so long as the Federal Government is running an on-budget surplus.
Notwithstanding our agreement on this element of the bill, we may very well dis-
agret(ei on what the surplus should be used for whether further PAYGO reforms are
in order.

“LocCK-BOX” FOR SPENDING CUTS

Our bill establishes procedures to lock in savings from floor amendments to in-
crease the surplus. The provision is similar to lock box provisions that have passed
the House with bipartisan majorities. Under the lock-box, both the caps and appro-
priate levels in the budget resolution are automatically reduced by the amount of
a floor amendment that reduces an appropriation line-item. This mechanism effec-
tively prevents the Appropriations Committee from reprogramming savings from
floor amendments to other programs in the same or another subcommittee alloca-
tion.

Budget process reform is vitally important. Last fall the conclusion of the fiscal
year 1999 appropriations bills illustrated the need for budget process reform. I am
pleased our two committees have been able to work so well together in crafting the
Comprehensive Budget Process Reform Act of 1999. I look forward to continuing our
work together as this bill makes its way through the legislative process.

Mr. CHAMBLISS [presiding]. Thank you, Jim. In order of seniority,
Ben, we will go to you next. Jim alluded to something in his testi-
mony that I think is critical to this process, which is the biparti-
sanship with which this legislation was put together.
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Ben, if you don’t mind, in the course of your comments, you will
save me a question later by just talking about the openness of
these discussions and whether or not you and Jim and Dave all feel
that there has been real input from both sides of the aisle and if
this is a true, in your mind, bipartisan effort.

STATEMENT OF THE HON. BENJAMIN L. CARDIN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MARY-
LAND

Mr. CARDIN. Thank you, Mr. Chairman. I appreciate the manner
in which you have posed that question.

Jim Nussle in his final comments here has really made an invita-
tion to all of us to join together and try to make this the best pos-
sible bill we can. That is the manner in which he conducted our
subcommittee or task force during the past year. As has been
pointed out, I was appointed as the Ranking Democrat, Jim was
the Chair of the Budget Review Task Force.

At all times during the process, Jim made it absolutely clear that
his door was open for discussion and debate, he wanted to make
sure that any issue that was perceived to be highly partisan, that
we got that out of the discussion, and that we stayed on target to
deal with the real substance of the budget process.

He also wanted to remove it from any specific budget resolution
or any specific year, and I appreciate those efforts.

I know the pressure he was under, I know the pressure came
from both sides of the aisle, and he stood up to that, and I applaud
him. Mr. Chairman, I can assure you that this recommendation is
very much on a bipartisan basis from the point of view of the work
of our task force.

I also want to underscore another point, until I think the Rules
Committee scheduled their hearings and now you are scheduling
your hearings, many Members haven’t really focused in on our rec-
ommendations. That may be understandable. It wasn’t pressing at
the time. It is a difficult subject. It is not as interesting to most
Members as dealing with the substantive effects of the budget rath-
er than the process, so I really applaud this committee, and I ap-
plaud the comments of John Spratt, that we need to look at this.
We need to debate it.

I am also happy to see you are not marking up until after the
holiday. That gives us an opportunity to discuss some of these
issues and see whether we can’t improve some of the provisions. I
expect there are going to be some areas where we are going to have
policy differences. But I think some of the issues raised are ones
in which we can improve the final bill that is recommended, I hope,
to the floor and ultimately passed.

We had, Mr. Chairman, three objectives. The first was to make
Congress more effective as an entity in dealing with fiscal policy
of this Nation.

As way of background, I served 8 years as the Speaker of the
Maryland legislature, so I take a little bit of pride in understanding
how a legislature should operate on fiscal policy. When I came to
Congress, I was appalled by the way our budget process works. I
disagree with those that believe that this process is working. I
don’t think it is. Just look at our vote this past week on emergency



14

spending or our vote at the end of last Congress on the omnibus
spending bill. That is not a process that has you and me involved
in determining the fiscal policy of this country as we should. We
can do better, we should do better, and our recommendations are
aimed at that.

Secondly, we wanted to hold Congress more fiscally responsible
for our actions. We wanted to make sure that our budget rules
made sense from the point of view of doing what is fiscally right
for the people that we represent.

Third, Mr. Chairman, as you have already pointed out, we want-
ed to make sure that our recommendations were bipartisan.

First, in the areas of making Congress more effective, I believe
a joint resolution signed by the President makes us as an institu-
tion stronger; because, you see, under the current system, we pass
budgets that don’t mean very much, in all due respect to this com-
mittee. I served on it in the last Congress. In the last Congress we
were unable to pass a budget resolution in our final year, and the
budget resolution that has been passed this year, very few people
believe will become the realistic blueprint for the adoption of the
appropriation bills or the tax bill that ultimately we hope will
make its way through Congress and be signed by the President.

So the process has us really doing an awful lot of work right now,
and it is unlikely it is going to mean very much. What happens is
in September or October we finally get together with the White
House, and I would argue with you that the executive branch is in
a much stronger position than Congress when we meet in the fall
of the year to determine what the budget of this Nation should be.

That is true whether there is a Democrat in the White House or
a Republican in the White House.

Congress, the entity that represents directly the people of this
Nation, should have a stronger voice in the budget process. By get-
ting the President engaged earlier, we have a much better chance
in order to accomplish that.

Just look at our history on that as to how effective budget resolu-
tions have been.

Now, I understand John Spratt’s concern about delay, but let me
just make two points about that. I would suggest that we waste a
lot of time right now in the budget process of this country because
we act on appropriation bills or tax bills or reconciliation bills that
have very little chance of ever becoming law. I can remember how
many years I worked on different bills, just trying to find some ve-
hicle that ultimately would be signed into law.

We don’t know that, and it is difficult in September to have
much impact as an individual member on what is going to be fi-
nally included in a summit. So we waste a lot of time under the
current process.

But just to make sure that we don’t paralyze Congress, we have
what is known as a “soft landing” on the joint resolution. If we are
unable to get a joint resolution, we revert to a concurrent resolu-
tion. That is a very minor delay in the process, but we hope we will
have a joint resolution. We hope to have a document signed by the
President. We hope our work will be meaningful, that each of us
in our own capacities on our respective committees that deal with
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the subjects that are included in the budget will have a real role
to play in what is ultimately signed into law.

The second part about making Congress more effective is the
automatic continuing resolution. I know there are different views
on that. I think by having an automatic CR, there is more likeli-
hood that we will succeed in passing our appropriation bills on
time, because a CR is a failure and we shouldn’t be holding our
constituents hostage.

The second major issue is to make us more fiscally accountable.
Jim talked about emergency spending. The way we handle emer-
gency spending in this institution is wrong. No one can justify this
process. The bill we passed this week was not what we should have
done under a regular budget process of fiscal accountability.

The process, as outlined by Jim, is one that I think has a lot
more appeal to it by including it in a much more regular process,
but yet understanding there will be emergencies that go beyond
any planning that we can make, and for them to be considered in
due course.

We have also started accrual accounting. Just test this out on
your business leaders. Tell them you are on a cash basis accounting
system because we are too small of an entity to move toward ac-
crual accounting and budgeting. We start to move toward accrual
accounting in the insurance programs. I think that is a step in the
right direction. We have more entitlement oversight in this pro-
posal, which that is a step in the right direction.

Lastly, on the bipartisan provisions. We limit the joint resolution,
and, Mr. Spratt, if it is not strong enough, let’s draft it better, be-
cause I share your concern on that. I don’t want to have a docu-
ment out there that can cause some problems. All we want to do
is what is spelled out here, I think we are very clear in the bill:
general directions to our committees, and one additional item that
could be included in that, and that is the debt limit issue.

On emergency spending we have been very careful from a par-
tisan point of view not to have it affect the caps. We think that
makes sense, so we are not prejudicing what we believe are the
current rules on funding emergency spending because they were
not considered when we adopted the caps. We think the CR is neu-
tral, it doesn’t reduce or increase spending. That was another par-
tisan issue.

Let me talk lastly on the surplus and whether the PAYGO rules
apply to on-budget surplus. We make it clear it does apply to the
off-budget surplus. I think everyone here agrees that the surplus
generated through Social Security needs to be firewalled for the So-
cial Security situation or whatever we do on that.

Last year when we worked on this proposal, we weren’t really
that concerned about on-budget surpluses because we didn’t think
it would materialize. It was our distinct impression in talking to
OMB that they believed that the PAYGO rules did not apply to on-
budget surplus. So let’s talk about it from a policy point of view.
What is the right policy?

Now, it is interesting to me that OMB believes it is OK to waive
the PAYGO rules on on-budget surplus if we have an autocratic
summit, but it is not OK if we use a regular legislative process in
working on our budgets.
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That doesn’t seem to make any sense to me. The President’s pro-
posal on dealing with Social Security cannot be done within our
PAYGO rules. You can’t do what the President wants within our
PAYGO rules. What Mr. Archer has suggested in regards to Social
Security can’t be done within our current PAYGO rules. Both will
require changes.

Mr. Spratt is very direct in saying we are going to have to deal
with changes in our PAYGO rules as it relates to on-budget sur-
plus. So why don’t we trust ourselves to do the right thing, to make
the priorities between discretionary spending, between entitlement
spending, between tax cuts and paying off the debt?

Now, I share Mr. Spratt’s concern on making sure we deal with
Social Security first. I am not going to support legislation that
doesn’t protect Social Security and get that done first. That is not
what a process does. That is what the bills will do when we finally
consider bills in this institution. I think many of us are very much
on record in that regard.

So I would just urge us to try to do what is right in the process
issues, and maybe—I want to make sure we protect the revenues
to be there when we incur obligations. I want to make sure we pay
down the debt as part of our priorities. If you have better sugges-
tions on how to handle this, come forward and let us know. We
came forward with what we thought was the best way, protecting
the prerogatives of this institution to do its work, but also under-
standing that we do need budget discipline.

So I would hope as this process moves forward that the invita-
tion that has been extended both by the Chair, Ranking Member,
and by the two of us, the three of us, will be accepted. Sit down,
let us look at these different provisions, let us engage our col-
leagues in this debate, because we can do better in a budget proc-
ess. I believe that this legislative proposal would move us forward
in the right direction and we hope it will be improved and move
forward during this term of Congress.

Mr. CHAMBLISS. Thank you very much, Ben.

[The prepared statement of Benjamin Cardin follows:]

PREPARED STATEMENT OF HON. BENJAMIN CARDIN, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF MARYLAND

Chairman Kasich, Congressman Spratt, it is a pleasure to return to the Budget
Committee this morning to testify on reform of the congressional budget process.

It is certainly time for a review of the process by which we in Congress, as well
as the executive branch, make budget decisions. It has been a quarter century since
the creation of the congressional budget process, including the Budget Committees,
the Congressional Budget Office, and the existence of a budget resolution.

We began this process in the House more than 1 year ago when Chairman Kasich
created the Task Force on the Budget Process. I was honored when John Spratt ap-
pointed me as the ranking Democratic member of the task force, and I took the re-
sponsibility seriously.

The deliberations of the task force was marked by a truly bipartisan approach.
I believe this approach is crucial to the consideration of these issues. While we have
strong partisan differences regarding the substance of budget policy, I believe we
must seek to keep the budget process free of partisan biases.

There is nothing inherently Democratic or Republican, liberal or conservative
about supporting a budget process that improves accountability and gives the Amer-
ican people an accurate and clear picture of the Federal budget. Six months of hear-
ings on a wide range of issues was followed by bipartisan consultations and discus-
sion. As a result of those efforts, Congressman Nussle and I introduced the Com-
prehensive Budget Process Reform Act, H.R. 853.
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The bill Rep. Nussle and I introduced proposes a number of important reforms.
I would like to highlight a few of them for you.

We stand at an interesting time in the evolution of the congressional budget proc-
ess. On one hand, our fiscal outlook is stronger than it has been in decades. When
we contemplate the prospect of trillions of dollars of budget surpluses over the com-
ing years, on the heels of the largest deficits in our country’s history, there is reason
for satisfaction over the direction of fiscal policy.

On the other hand, we have seen troubling failures of the congressional budget
process. In the past few years we have had government shutdowns, gridlock be-
tween the executive and legislative branches, and the breakdown of the process in
Congress. These events demand a careful review to determine how we can do our
work more efficiently.

The legislation we have introduced offers protections against future recurrences
of the problems that have arisen under the existing system. One such reform is that
we propose that the concurrent resolution on the budget be transformed into a joint
resolution, requiring the signature of the President.

This change would bring the President into the budget process earlier in the year.
Under the current system, after submitting a budget proposal in February, the
president withdraws from the process. He does not fully engage until the final nego-
tiations on budget reconciliation legislation and the appropriations bills in the days
leading up to the start of the new fiscal year. The result, as we have seen too often,
is the reality or the threat of government shutdown.

This proposal would require Congress and the President to resolve their dif-
ferences much earlier in the legislative year, thereby helping to avoid crisis as the
end of the fiscal year approaches. The evidence that there is a need for a new ap-
proach is clear in the past 2 years.

Last year, as you know, the Congress failed to adopt a budget resolution. The
breakdown in the process led to an endgame in which the Federal Government’s fis-
cal decisions were rolled into one massive omnibus bill, which Members were forced
t(% \ﬁ)teb \ﬁithout having had the opportunity for a careful review of the provisions
of the bill.

This year’s budget cycle has offered a new variation of the failure. While Congress
adopted a budget resolution on schedule, it did so by narrow partisan margins. I
respectfully submit that the policies envisioned in the budget cannot be achieved
without the President’s signature on the appropriations bills or the tax and manda-
tory spending changes, and it is unlikely that will happen. By bringing the Presi-
dent into the process earlier, we would avoid last-minute deals that frequently meet
with the strong disapproval of the American people.

An additional provision of this legislation that is designed to guard against the
uncertainty and instability of future government shutdowns would provide for an
automatic continuing resolution. This proposal addresses the situation in which any
of the annual appropriations bills has not been enacted by the start of the fiscal
year. It provides that in that circumstance, the agencies covered by the appropria-
tion will receive the same level of funding they received in the previous year, until
such time as the regular appropriation bill is enacted.

It is important to point out that this provision does not prejudice the deliberations
of the Congress. An automatic CR provision can only work if it is neutral in effect.
That is, it should not be a tool that either increases or reduces spending for the af-
fected agencies.

The automatic CR has generated significant concern about the dangers of putting
the government on auto-pilot. I understand those concerns. Decisions on the basic
spending levels of the government should be made by the people’s elected represent-
atives. When this bill comes to the floor, I would support a clean up-or-down vote
on this provision of the bill.

In addition to these broad changes in the budget process, the bill also addresses
a number of more discreet issues. We propose an overhaul of the process by which
we fund emergencies. For too long, the Federal response to emergencies has been
funded almost entirely through supplemental appropriations. We should bring basic
planning principles to bear on this area of Federal spending.

We will always have occasions that will demand supplemental appropriations to
respond to natural disasters and other emergencies. But we can do a much better
job of including emergency funding in the regular budgetary process. We propose to
do that by using a rolling 5 year average of emergency spending. Importantly, this
change would not affect the current caps.

In addition, we provide, for the first time, a definition of emergency. We have all
been troubled by the inclusion of non-emergency items in emergency supplemental
bills. As recently as last week, we passed an ‘emergency’ spending measure that in-
cluded funding for many priorities which would not satisfy the criteria established
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for emergencies. By defining the term, we can help limit the spending items that
are included.

I would also like to call special attention to one of the more far-reaching and inno-
vative proposals in our bill. As you know, the Federal Government, unlike virtually
every other large organization in this country, reports all its outlays and receipts
on a cash basis. While this approach accurately portrays some aspects of the budget,
it zi{lso creates significant inefficiencies and distortions in the policy decisions we
make.

Our bill proposes the application of accrual accounting principles to certain Fed-
eral insurance programs. It simply makes no sense for us to continue to ignore the
long-term budget consequences of our actions. When we issue a flood insurance pol-
icy, we have a reasonable expectation of the costs that will ultimately be imposed
on the treasury. We should enter that liability on our books then, recognizing that
the premiums paid on the policy are obligated for the purpose of paying future
claims, rather than providing a source of easy money for making that year’s bottom
line look good.

There are several other important budget reform provisions in the bill which ad-
dress the sensitive issues of enforcement and accountability. They are the result of
extended give-and-take, and I look forward to further discussions as we consider
this legislation.

One provision that especially requires discussion is the bill’'s relaxation of the
PAYGO rules in time of on-budget surpluses. For the past 9 years, as we have
struggled to dig our way out of the massive deficits of the previous decade, we have
been governed by the PAYGO rules. The rules were adopted in the 1990 budget
agreement as a tool to impose fiscal discipline in a time of $300 billion deficits.

This bill would settle a question that was almost unimagined at the time the
PAYGO rules were adopted. The question of whether the PAYGO rules were in-
tended to apply during a time of budget surpluses was not relevant in 1990. In FY
’91, the on-budget deficit was $321 billion, the off-budget, or Social Security, surplus
was $52 billion, and the unified budget deficit was $269 billion. There wasn’t much
question about whether to apply PAYGO in time of surplus.

H.R. 853 would waive the PAYGO rules in times of on-budget surpluses. It would
not affect surpluses attributed to Social Security. Let me point out first that when
the Task Force considered this provision, we were working under the impression
that this was OMB’s position. I understand that OMB has now issued a statement
to the contrary effect.

This provision of the bill has generated considerable concern on my side of the
aisle that it will result in the passage of massive tax cuts and drastic reductions
in discretionary spending, or deep sequestration of entitlement spending. I would
vigorously oppose such policies. The existing caps on discretionary spending for both
domestic and defense spending are unrealistically and unacceptably low. Our coun-
try’s two hallmark entitlement programs, Social Security and Medicare, are both in
need of new resources. Other mandatory programs will not stand significant cuts.

The point of the provision waiving the PAYGO rules in times of on-budget sur-
pluses is to allow the Congress to work its will without artificial procedural re-
straints. The fact is that both the President and the Republican leadership have
every intention of using the on-budget surpluses for entitlement spending and/or tax
cuts. The President’s Social Security reform proposal is built on the prospect of
using significant general revenues to bolster the long-term stability of the program.
Similarly, Chairman Archer has put forward a plan that would consume almost all
the on-budget surpluses for tax cuts designed to preserve Social Security.

Opposition to this provision of the bill is based on the notion that those decisions
can be taken only in the context of a negotiated budget settlement, or summit, but
not by Congress acting in the normal course of legislative business. I reject that
view. Members of Congress are willing to exercise responsibility in their votes.

The budget process, beginning in 1974, has benefited by the expanded capacity
and involvement of the Congress. The legislation Rep. Nussle and I have introduced
will further improve coordination between the legislative and executive branches. It
will help reduce the threat that a breakdown in the budget process leads to a shut-
down of the government. It will improve the management and accountability of Fed-
eral resources. Perhaps most important, it will restore responsibility for the tax and
spending decisions—the constitutional power of the purse—to the people’s elected
representatives, where it belongs.

I appreciate the opportunity to appear before you today, and I would welcome any
questions you might have.

Mr. CHAMBLISS. Now, Mr. Minge. Dave, I know better than to
think you are here just for the glory. I know that anybody who is
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smart enough to figure out the dairy program is very capable of
writing a budget process bill. So I know you are the real brains be-
hind this. Dave, we look forward to hearing from you.

STATEMENT OF THE HON. DAVID MINGE, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MINNESOTA

Mr. MINGE. Thank you. I would like to talk about the dairy pro-
gram now.

I would like to join in the comments made by my colleagues and
just refer to the testimony that is prepared and submitted to the
committee by reference, and at this point proceed to make a couple
of very basic points.

First, this effort is much like campaign finance reform. It is very
easy to criticize everybody else’s product, but it is very difficult for
us as a body to move ahead. It is something that is frustrating to
work on because no matter what one comes up with, it is always
criticized.

In this context I would like to speak especially to my colleagues
on the Democratic side. I think it is important to recognize that
this proposal contains in it many compromises that were made by
the Majority to accommodate criticisms of the budget process as we
have experienced it in the last 4 years, where we have been un-
gappy as a Minority with some of the things that the Majority has

one.

So these accommodations, if you will, to our criticisms, are points
tﬁat we should not overlook. Let me just quickly mention five of
them.

It would permit the Minority to raise a point of order to enforce
the budget resolution to unreported bills, bills that come out of
leadership task forces and other sort of sources within the body.
This is something that Mr. Moakley had recommended and urged
in the bill that he introduced, and I know it rankled many of us
on the Democratic side, especially in the 104th Congress.

Secondly, to fully phase in the accrual or the risk assumed budg-
eting for Federal insurance programs, again, this is something that
we on the Minority side, Democrats, have urged.

Third, the continuing resolution, the automatic continuing reso-
lution. As I recall in 1995-1996, the proposal was that it would be
at 95 percent of the prior year’s expenditures, and we were out-
rage. Well, this proposal does not continue that 95 percent position.
Instead, it is funding at the prior levels of expenditure 100 percent.

So there is an accommodation here, again, to the point of view
that we were urging in that troubled year of the 104th Congress,
troubled session.

Fourth, the use of the on-budget surplus and the changing of the
PAYGO rules allows for that surplus to go to entitlement expansion
or enhancements. It is not just tax cuts.

Now, I agree with Mr. Spratt that we ought to have more dis-
cipline as to how we use that surplus, and I would like to see it
used for debt reduction. But I recognize that this particular pro-
posal is at least evenhanded. The surplus could be used either for
tax cuts or for entitlement enhancements, and that is something
that I know many of my colleagues on the Democratic side would
urge.
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Finally, this proposal takes a whack at the, as I understand it,
the so-called Byrd rule, which prevents the Senate from raising
points of order against provisions in a conference report that the
Senate deems extraneous to reconciliation. I know that the former
Chairman of this committee, Martin Sabo, was very upset with
that prerogative on the Senate side. So we attempt to address that,
and hopefully the Senate would at this point recognize that such
an adjustment is one that is long overdue.

I make these points not to say, again, that this bill is the best
possible budget reform proposal that could be drafted, but instead
to say it represents a bipartisan, evenhanded set of reforms that
all of us ought to very seriously study and hopefully we can get be-
hind.

If there are improvements that can be made to it, and some of
the points you made, John, are improvements that I concur with,
let’s try to convince our colleagues that these improvements should
be accepted as a part of a final reform package. But like the cam-
paign finance reform debate, let’s not let the improvements be the
occasion to defeat a proposal. I think that that would take us in
the wrong direction.

Thank you.

Mr. CHAMBLISS. Thank you, David.

[The prepared statement of David Minge follows:]

PREPARED STATEMENT OF HON. DAVID MINGE, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF MINNESOTA

Mr. Chairman and fellow members of the committee:

Thank you for allowing me to testify today on H.R. 853. I want to commend the
Chairman for forming the Budget Process Reform Task Force during the last Con-
gress, which provided a helpful forum in which to discuss budget process issues. I
also wish to congratulate Mr. Nussle and Mr. Cardin on their efforts in crafting this
bill, and for the hours of work they devoted to hearings and discussion of the provi-
sions.

I would like to begin my remarks today by reaffirming that this bill is truly a
product of bipartisanship. While there are items in the bill that I might change (and
I am sure my colleagues can say the same) if offering the bill myself, this is a bill
that deserves support, as well as swift passage by the House of Representatives.

The bill has many strengths, as my colleagues have outlined in their testimony.
Rather than duplicate their statements, I would like to comment on a few provisions
that I find particularly important. The first that I would like to highlight is the
emergency spending provision.

Unfortunately, the current emergency designation has become a way for Congress
to skirt the discretionary caps and disregard the Pay-As-You-Go (PAY-Go) Rules.
These important enforcement tools, along with a strong economy, have put a Fed-
eral budget surplus within reach. H.R. 853 offers a needed solution to budget-bust-
ing supplemental appropriations bills that undermine budget discipline. While much
of the recent emergency appropriations bills have gone to fund legitimate emer-
gencies, Congress is often tempted to throw in spending that ought to be allocated
in regular appropriations bills. By creating an emergency reserve account, H.R. 863
would force Congress to stop misusing the emergency spending designation by using
a cap based on the 5-year rolling average for emergency spending.

Another important component of H.R. 853 is the shift to “accrual” accounting for
certain Federal insurance programs. While some Administration officials have ex-
pressed mild reservations about the implementation of this provision, I believe it is
an important step in the right direction. Current estimates about the liabilities of
these programs are unrealistic, and this is a needed change to the budget process.
I believe it is far better to use an imprecise estimate of the right concept than a
solid estimate of the wrong one.

I will admit that I am a bit concerned about the relaxation of the PAY-Go Rules
with regard to on-budget surpluses under the bill. I appreciate the need for tax cuts.
Indeed, the Blue Dog budget which I helped write outlined a plan that would have
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required some loosening of the PAY-Go Rules. It would be my preference, however,
to retain this budget enforcement provision for half of the on-budget surpluses, re-
laxing the PAY-Go Rules to use only half of the on-budget surplus for tax cuts or
spending, with the other half used to reduce the debt. But I recognize and want to
commend the Chairman and Ranking Member of the Task Force for the spirit of
compromise and bipartisanship that went into this bill. I am not willing to temper
my support for the bill as a result of my doubts about this one provision, because
I am certain that most of the bill’s cosponsors have made modest concessions on
ideas that are equally important to them. I believe this productive climate has re-
sulted in a solid, meaningful measure that deserves wide support.

In closing, I would like to address some of the concerns that have been raised
about this bill. While each provision of this bill may have a predictable downside,
one must always address whether a proposed improvement is worth the risk. I be-
lieve there are some who think nothing is wrong with the current system, so there
can be no risk worth taking. Others, like me, would disagree that the current sys-
tem is working just fine.

If you truly believe we need budget process reform, there is very little, on balance,
to criticize in this bill. The bill is a product of a bipartisanship at its finest, and
was an honest attempt to improve the budget process.

Those who do not agree that we need reform will oppose this bill, and they should.
But their concerns ought to be measured in light of their opposition to any changes
at all. We must debate the merits of the bill, especially in comparison to the current
process and in relation to other options for reform. But we should not hide the de-
bate about whether reform is needed inside the debate about the merits of this bill.

Thank you, Mr. Chairman.

SPECIFIC PROVISIONS IN H.R. 853 OF INTEREST TO REPRESENTATIVE MINGE
PROVISIONS OF SPECIAL INTEREST TO DEMOCRATS

The following provisions were either done at the request of Democrats, taken di-
rectly from Democratic bills, or primarily intended to benefit the minority:

¢ Provide for fall back concurrent resolution if the joint resolution is vetoed and
not overridden.

e Permit the minority to raise points of order that enforce the budget resolution
to non reported bills (Moakley bill). Eliminates a key loophole that the Leadership
uses for bills that breach the allocations and aggregates in the budget resolution in
order to avoid waiving the Budget Act.

¢ Fully phase in accrual (or risk-assumed) budgeting for Federal insurance pro-
grams. Initial proposal did not fully integrate accrual concepts into the Federal
budget without a subsequent act of Congress.

¢ Permit minority amendment to cap-adjusted programs (i.e. IMF, continuing dis-
ability reviews) by providing for an automatic adjustment of the 302(b) allocations).
Currently the minority is prevented from offering amendment to these programs
until the Appropriations Committee revises the 302(a) allocation which is long after
the bill has passed the House.

» Establish the level of the automatic continuing resolution at the prior year’s lev-
els rather than 95% of the prior year (or lower of House and Senate levels or even
lower level for unauthorized).

* Prohibits budgetary projections from including Social Security in the budgetary
aggregates (Rep. Minge).

* Exclude existing entitlement programs from point of order against against legis-
lation that does not have to be reauthorized at least every 10 years.

¢ Allow on-budget surplus (i.e. non Social Security) to be used for both tax cuts
and entitlement expansions.

* Require cost estimates and other budgetary documents to compare proposed lev-
els to corresponding levels from the prior years (Reps. Penny, Stenholm and Minge).

¢ Require the enactment of additional offsets for tax cuts if the on-budget surplus
fails to materialize (also applies to entitlement increases).

¢ Require annual reports on long-term budgetary trends for major entitlement
programs (Kerry Commission recommendation).

* Prevent Senate from raising a point of order against provisions in a conference
report that the Senate deems “extraneous” to reconciliation (Rep. Sabo).

¢ Enable the sponsors of floor amendments to designate savings from amend-
ments for deficit reduction (Reps. Schumer and Crapo).

Mr. CHAMBLISS. Let me just say that Ben said it directly and the
other two of you have alluded to it, which is the fact that your
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process bill will certainly not only make Congress more account-
able, but it will put us in the loop more and it will change the way
we do business around here. I don’t think anybody disagrees, Ben,
with what you said about the way we pass supplemental bills. That
is just wrong. It is not fair to the American people that we do
things that way. Obviously it appears that your bill’s chain of com-
mand, will change that and it is going to change it for the better.

I am hearing all of you say that you don’t consider this to be a
perfect bill. You are still willing to listen to anybody on this com-
mittee or any other Member of Congress over the next several
days, couple of weeks, whatever it may be, until we take this bill
up. And I would just encourage everybody who has an idea to sit
down with them collectively or individually and let’s see if we can’t
develop further what they have come up with to this point or at
least give them your ideas and suggestions. Don’t wait until we get
to the markup and criticize them. That is a good point, David.

At this time I yield to Mr. Spratt for any questions he may have.

Mr. SPRATT. Well, I have had the opportunity to talk with Jim
Nussle and Ben Cardin and to some extent David Minge, so I will
let other members ask questions. Let me just for clarification ask,
do you agree the bill as it is currently drawn provides that the dis-
cretionary spending baseline for projection purposes is assumed to
be frozen or flat at the level of the last year for which the cap is
established?

Mr. NUSSLE. Assuming that new caps are not established, that
is correct.

Mr. SPRATT. So this would, wouldn’t you agree, artificially inflate
the appearance of the on-budget surplus in many cases?

Mr. NussLE. Well, it depends. See, I think it is a—the point you
are making is a good one, and it depends on how you look at the
future. If you look at the future and assume that the Congress of
the United States is going to cut education and cut farm programs
and cut Medicare and cut Medicaid, if you assume that that is
automatically going to happen when that day comes and that all
of that money would then therefore go in a large tax increase, then
I suppose you can continue to assume that that is what it will do.

But I don’t assume that, and I don’t think anybody realistically
does. For rhetoric purposes, you can make that comment. Realisti-
cally, we all know, as has always happened, that some agreement
between the Congress and the President would change that future.
All we are suggesting here is we want to be realistic. Without that
cap, that is exactly what would happen. Without any discipline into
the future, that is exactly what would happen. Nothing would
change.

We want to illustrate for not only the Congress and the Presi-
dent, but for the American people, that we are maybe behind, and
hopefully what this could do is apply pressure, could apply pres-
sure to an agreement between the President and the Congress to
make new adjustments to those caps so that in fact what we are
both discussing here would not be a realty in the future.

Mr. CARDIN. Let me just give a view on this. We drafted that
with the assumption that there would be budget caps in place be-
fore Congress would be using projected surpluses based upon base-
lines beyond 2002. That was the assumption that we made.



23

I don’t think any of us want to see Congress encumber surpluses
projected on baseline freeze for programs such as tax cuts or addi-
tional entitlement spending. So I share your concern on that. But
it was based on the assumption that the budget resolution that
would be first considered would deal with the caps beyond 2002.

Mr. SPRATT. With respect to the CR, I think it was Mr. Nussle
who said that having an automatic CR would spare us from the
embarrassment of shutting the government down again. But in ad-
dition, it would shield us from the embarrassment of having to ac-
knowledge that we hadn’t done our work, we had not addressed
spending for the next year and pared back those things that
weren’t justified and provided for increased spending in those areas
where there could be justification. Consequently, it would take
away some of the urgency and compulsion for us to make com-
promises and get the work for the year done and put it behind us.
Instead, we would always have this to fall back upon. It might be-
come sort of the default mechanism for a number of different ap-
propriation bills.

I could easily see, for example, the foreign aid and operations bill
becoming just a CR every year. Does that concern you? Is that a
concern of yours, too?

Mr. NUSSLE. You are correct. As you know, we have operated
under continuing resolutions many times in the past for certain ap-
propriations bills. That does not, however, mean that it would be
automatic for all appropriation bills.

When you say it could for us be a shield, who is the “us” you are
talking about? It won’t be for me in those areas where I wanted
to increase those priorities or in the areas where I wanted to make
tax changes. It wouldn’t be for, let’s say, the people on your side
that have priorities for spending increases. So I think a majority
of us would suggest that that would be failure, and hopefully a ma-
jority of us every year would suggest that that is failure. It is that
failure, not failure necessarily to the American people, because, you
are right, if the government doesn’t shut down and we all go home
on September 29th or whatever, full well knowing that we have a
continuing resolution, certainly that might be a shield for us.

But if you were trying to increase a priority, if you were trying
to change a focus or have a new program or a new entitlement or
change the Tax Code, that would certainly be failure. And my
guess is, based on the amount of requests that the Appropriations
Committee has received already this year from Members on both
sides, that would be a failure for a large majority of this Congress.

Mr. SPRATT. One other feature, and then I will let others ask
questions, is the lockbox which we voted on the floor for. I think
I probably voted for various versions of it, but with some apprehen-
sion, to be quite honest about it. As I read your particular lockbox,
I get apprehensive too.

Let me paint a scenario as an example. The House could on the
floor knock out an item in the energy and water appropriations bill
for, say, a water project on the Sacramento River in California, and
the Senate could knock out a project for the Tennessee River, the
same amount of money, same bill.

As I read your bill, before the conference even started, there
would be entries to the so-called lockbox ledger of, let’s say it is
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$500 million each project. There would be a $500 million entry in
both sides, and those two would average out to be $500 million.
There would be, therefore, an automatic deduction in the level of
expenditure for that particular conference committee.

There may be no meeting of the minds whatsoever between the
House and the Senate. The Sacramento project might get funded,
the Tennessee project might get funded, but they would have $500
million left to take out of their hide, not only that year out of that
bill, but then that $500 million would be deducted from the discre-
tionary spending cap for as long as there is a cap.

That strikes me as anomalous, something we wouldn’t want to
see happen, unless there was a meeting of the minds to take it out.
Even then I am not sure we would want to extend the amount of
money indefinitely into the future.

Do you have any concerns or problems about this mechanism?

Mr. NussrLE. First of all, you are technically correct, if the
amendment on the floor doesn’t specify where that money would

go.

Mr. SPRATT. I am assuming it would be designated for the
lockbox in both houses.

Mr. NussLE. There has been another alternative used more often
than that, and that is the money is directed to another priority
within the same appropriation bill. If that occurs, then in fact you
don’t lose the money from the cap and it could be—that adjustment
could be made later on. Let’s assume you are correct; it is undesig-
nated. You are correct then still that that money would not be
there at the conference at the end of the day.

This is, quite frankly, one of the areas that we had quite a bit
of discussion about. We want to be able to allow Members on the
floor to work their will without just assuming that the appropri-
ators have the ultimate say of the 302s. This is one of the ways
we were trying to achieve allowing Congress to work its will within
the 302(b) allocations without giving them a resolution up front.

It is probably not perfect, but we had quite a bit of support
throughout the Congress on this provision, and that is why we
placed it into the bill. I think Mr. Minge was one of the authors.
Maybe he wants to comment on it.

Mr. MINGE. I think one of the fears is that the House and the
Senate and the conference committee have worked a fair amount
of mischief in dealing with the good intentions that might arise in
both bodies, and that having a provision structured the way it is
will make the conferees much more sensitive to their responsibility
to work through the wills of each body in the final conference re-
port and actually observe the lockbox principle, because it is going
to place, whether it be the appropriations process or some other
committee in Congress, in a rather delicate position if they don’t
pay attention to what is happening based on the cutbacks and the
lockbox commitment that arose in each body.

So I think there is sort of an enforcement concept built into it,
and that has, I think, a positive side to it.

Mr. SPRATT. Thank you. And, David, I want you to explain the
dairy program to me someday.

Mr. NUSSLE. If I could interrupt one more moment, just to clarify
one thing, the amendment on the floor by the Member introducing
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a cutting amendment could also designate, let’s say, the $500 mil-
lion cut from the Sacramento River project would be cut, but that
the appropriators would not lose that allocation, would not lose
that money from their allocation. It could be directed as a cut, but
they would not have—they would have money left over. So there
is a third alternative.

Mr. CHAMBLISS. One other thing that occurred to me, has the
White House been involved in your discussions at all?

Mr. NUSSLE. They declined to testify when we were holding task
force hearings. However, they were consulted on the insurance pro-
visions. We did have administration officials that came down; for
instance, James Lee Witt from FEMA. I don’t know if you had any
other specific contacts. But I don’t know if anyone took it seriously,
quite honestly, to start with.

That is the reason why people have woken up today and said Re-
publicans and Democrats can agree on the way the budget ought
to be done. This is interesting. So I think there has been a renewed
interest in this as a result of the product itself. But during the
process of coming up with this product, they declined to get too in-
volved in this.

Mr. CARDIN. I heard from the White House on some of the provi-
sions. I think they have been rather negative on budget reform
process. My personal read on it is that they sort of like having the
upper hand.

Mr. CHAMBLISS. Mr. Shays.

Mr. SHAYS. Thank you. I just want to congratulate you, Jim, Ben
and David, for what you have done, and say one of my hopes had
been that given that we had a Congress that is pretty balanced be-
tween Republicans and Democrats, we both would be able to think
as Majority and Minority. I mean, Republicans could be in the Mi-
nority, and how would we want to function under that? Democrats
could be in the Majority.

I am concerned with the criticism that the automatic CR reduces
the President’s leverage in the end-of-the-year budget negotiations.
My reaction is you could have a Republican President, and Demo-
crats should realize that there are reasons why you don’t want a
President to have this kind of overextended power.

The elimination of the baseline budgeting is the same. We should
take into consideration inflation in current services. Take it into
consideration but know you are going to be spending more money.

But I want to say the creation of the joint resolution, the criti-
cism that it needlessly delays the process, I think it puts it up
front, because right now we are in a bind. We are in a bind. We
know the President is going to want to spend more money. We also
know that the President is going to want to spend more money in